We present new evidence from the Euro Survey of the Austrian Central Bank on the level of financial literacy in Romania and analyze how financial literacy is related to household savings. Less than 5% of respondents were able to correctly answer the three "core" financial literacy questions on interest compounding, inflation, and risk diversification, with the risk diversification question posing the greatest difficulties. Twenty percent of respondents are able to answer both the interest compounding and inflation questions correctly. Financial literacy levels differ between regions and across rural and urban areas. Older and less-educated individuals perform worst on the financial literacy questions, but those who remember previous periods of economic turbulence during transition perform better. We find that financial literacy is positively and significantly related to saving and investment.
Introduction
Households in Romania were among those hit hardest by the global financial crisis. As in other countries that have moved from central planning to market economies, one component that might have aggravated the impact of the crisis on households was the role of finance (EBRD 2011) .
Consumers in Romania have only had fairly short experience with the use of financial services. The largest country in Southeastern Europe, Romania did not join the first wave of rapid reformers after the collapse of communism. Instead change was gradual and accompanied by severe economic turbulence and banking crises. In 1992 and 1993 Romania experienced hyperinflation; average inflation between 1995 to 1999 was 67%, and the last year of annual average inflation above 20% was 2002. 1 In 1990 Romania suffered from a banking crisis, and in 1996 the country experienced a currency crisis (Laeven and Valencia 2008) .
Turning to the current situation and comparing selected financial indicators from the World Bank Global Financial Development Database for Romania with an aggregate of high-income countries shows that, similar to high-income countries, bank deposits dominate other assets in Romania. However, deposits as a percentage of Gross Domestic Product (GDP) are 84% in high-income countries compared to only 31% in Romania.
2 Moreover, while the share of household deposits as a percentage of GDP increased over the last decade, in Romania this share is still among the lowest in Central and Eastern Europe. 3 In addition aggregate data on the saving rate in Romania indicate that gross savings as a percentage of gross disposable income has been close to zero between 2008 and 2010. 4 Complementing this picture from aggregate data with evidence from micro data used in this analysis we find that around 50% of respondents in Romania are "banked," i.e., have a bank account, hold savings (excluding cash), or have a loan. At the same time, 44% of respondents agree with the statement that for them "it takes quite a long time to reach the nearest bank branch."
5 These figures, of course, only reflect respondents' perception and are not intended to distinguish demand from supply factors driving the overall level of financial development. In fact, the memory of the banking crisis during Romania's transition from a planned to a market economy is one of the factors driving households up until now to save in cash rather than using financial intermediaries: Up to 25% of households with savings in Romania prefer to hold them as cash rather than in a savings account, even if they have a bank account (Stix 2012) . This suggests that despite the availability of financial services, a considerable percentage of Romanian households are reluctant to make use of them-even if not doing so is to their financial disadvantage. Cole et al. (2011) discuss two explanations for the limited demand for financial services in emerging markets: On the one hand, financial services involve fixed costs that are too high for low-income individuals; on the other hand, limited demand may be due to limited financial literacy. They find that financial education increases demand for financial services, but only for those with low educational attainment.
For Romania, however, as for other Central, Eastern, and Southeastern European countries, the rapid increase in household debt before the global financial crisis and the subsequent increase in nonperforming loans during and after the global financial crisis showed that households do utilize financial services but might lack the knowledge and experience to manage their finances responsibly. As Lusardi and Tufano (2009) show, lack of knowledge to adequately judge the extent of indebtedness is common among households even in economies that have a long history of financial services for consumers. Gathergood (2012) highlights that lack of self-control is another important reason for consumer overindebtedness. In Romania, as in other emerging markets, a large share of credit was denominated in foreign currency, thus rendering households who were unhedged particularly vulnerable to the sharp exchange rate depreciations after the crisis.
Against this background, we contribute to the literature that studies financial literacy in countries without a legacy of consumer credit and financial services for households (e.g., Klapper and Panos 2011) and provide new evidence on the extent of financial literacy in Romania using internationally comparable indicators. 6 Our analysis is based on data from the Euro Survey of the Austrian Central Bank. The survey covers ten countries in Central, Eastern, and Southeastern Europe (Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Czech Republic, FYR Macedonia, countries covered by the Euro survey and exceptionally low compared to results from various surveys in other countries.
We then focus on the link between financial literacy and saving behavior of households, in particular with regard to retirement savings. The demographic development in Romania has been characterized by long-term population decline due to outward migration of younger people and lower birth rates. This will ultimately put a strain on public finances. Understanding the link between financial literacy and saving behavior in Romania may therefore provide important insights for policy makers seeking to promote saving through financial literacy education.
The next section describes the Euro Survey data set and provides descriptive evidence on financial literacy using the internationally comparable indicators introduced by Lusardi and Mitchell (2011a) and presents breakdowns by sociodemographic characteristics. We then provide descriptive evidence for disparities in financial literacy levels that are specific to Romania before relating financial literacy to the saving behavior of Romanian households.
Data Overview and Summary Statistics

Data Description
The analysis is based on data from the Euro Survey of the Austrian Central Bank. The survey covers the ten above-mentioned Central, Eastern, and Southeastern European countries and has been carried out on a semiannual basis since 2007. The survey is a repeated cross section, not a panel.
The survey was designed to investigate the role of the euro in household finances in these countries. It elicits an extensive range of information on household savings, loans, and economic expectations, and a number of publications have used the data to investigate both the level of euroization as well as the reasons behind euroization in these countries. 8 For some of the countries in the survey, in particular the Southeastern European countries, the euro is a safe haven currency and substitution of euro cash for local currency cash, as well as substitution of foreign currency saving deposits for local currency saving deposits, is widespread. Using the Euro Survey, Scheiber and Stix (2009) calculate an index of overall euroization based on currency and deposit substitution and show that there is a wide variation in euroization levels among countries, ranging from below 10% in the Czech Republic to above 80% in Serbia. Euroization in Romania is around 30% with currency substitution at above 20% and deposit substitution at around 40%. Stix (2011) investigates the reasons behind the high euroization levels and in particular the persistence in euroization even after the successful macroeconomic stabilization following the turbulent transition period. Looking at liability euroization, Fidrmuc et al. (2013) show that lack of trust in the stability of the local currency and domestic financial institutions, as well as expectations of shifting to the euro, drive households to borrow in foreign currency.
To date, only two papers use evidence from the Euro Survey on financial literacy. Stix (2012) shows that financially illiterate respondents are more likely to prefer savings in cash over savings in a bank deposit. Beckmann and Stix (2013) address the question of whether the widespread use of foreign currency loans is due to a lack of financial literacy, in particular regarding exchange rate risk. The financial literacy questions were included in two survey waves conducted in late October to early November in 2011 and 2012 respectively. However, the exact three internationally comparable questions on financial literacy (Lusardi and Mitchell 2011a) were only included in 2011, and we will therefore focus on this wave, using the fall 2012 wave for robustness checks only.
In addition to the detailed information on assets and liabilities, the Euro Survey provides information on respondents' sociodemographic characteristics. This additional information is particularly detailed for Romania, and allows for breakdowns by sociodemographic groups as was done for country studies in the Financial Literacy around the World project.
Each survey wave polls a thousand randomly selected individuals age 14 and older in each country. In Romania, the sample is nationally representative at the individual level and is weighted by age, gender, and region of residence. The interviews are face-to-face paper-and-pencil interviews; the questions from the Euro Survey are included as the second section of an omnibus survey. The topic of the other parts of the omnibus survey can vary and are often not related to economics. The average interview time for the Euro Survey section in Romania is thirty minutes. Respondents do not get incentives to answer. We do not impute missing observations but assume nonresponse is random, which admittedly is a fairly strong assumption. For the income question, to which missing values are particularly high, we include a category for "nonresponse." Altogether, this leaves us with a thousand observations for the present analysis.
Descriptive Evidence on Financial Literacy
In fall 2011, the survey included the three questions on financial literacy-that have become the standard survey questions used to assess financial literacy-first introduced by Lusardi and Mitchell (2011a) Given that Romania experienced rates of up to 20% inflation as late as 2002, it is surprising that inflation literacy is even lower, at 32% for the whole sample and 35% for those age 25-65 (Panel B). With regard to inflation literacy, Romania is on roughly the same level as Albania (37%) and Bosnia and Herzegovina (39%) in the Euro Survey and above Chile (26%, Behrman et al. 2010) . It is notable that the percentage of respondents who answer "do not know" is very high. Perhaps one reason for this is fatigue, as the literacy questions are at the end of the survey; however, the percentage is again fairly stable across survey waves.
Similar to results for industrialized economies, the question on risk diversification posed the greatest difficulty for respondents. Risk diversification literacy is as low as 14%. Again, comparing these figures to other results from the Euro Survey, risk diversification literacy in Romania is on a level similar to that of Albania (21%) and Serbia (24%). Compared to results from the United States (51%), these figures are very low indeed. Risk diversification literacy levels in Russia are similar at 13%.
Panel D shows that the percentage of respondents who answered all three questions (that is Interest Rate, Inflation, and Risk Diversification) correctly is very low at 4%. In the ten Euro Survey countries, the only country with a lower percentage of respondents who answer all questions correctly is Albania; in Bulgaria the percentage is also very low, at 7%. At the same time, close to one-third of respondents indicated they "do not know" the answer to any of the questions-a worrysome result, in particular considering the finding for the United States that "such responses tend to be offered by those who know the least" (Lusardi and Mitchell 2011b) .
Who Is Financially Illiterate?
Previous research has shown that financial literacy differs widely by sociodemographic groups (e.g., Lusardi and Mitchell, 2011c) . Table 2 presents the percentage of correct and "do not know" responses to the three financial literacy questions by sociodemographic characteristics. The total column describes the composition of the sample. The relatively high proportion of young respondents (37.9%) is due to the fact that the survey covers respondents age 14 years and older and is in line with results for other countries covered by the Euro Survey. 9 In the robustness analysis, we excluded respondents who were younger than 18 (thirty-eight respondents).
The statistics about employment require some explanation. Given the low proportion of respondents older than 65, the percentage of retired respondents may be surprising at first sight. At present, the legal age of retirement in Romania is 65 for men and 60 for women. However, for individuals born before 1950, the legal retirement age is 63 for men and 57 for women. In addition, there are several exemptions; for example, those working in mining and in the military service can retire early. Furthermore, tertiary education counts toward the number of working years required to claim retirement benefits, and if an individual in one year works and is enrolled at the university at the same time, this will count toward his/her pension, i.e., it reduces the pension age by one year. In addition, women who raised three or more children can retire early.
10 These factors might explain the high proportion of retired respondents in the sample. The proportion of "not working" respondents is also high. The not working respondents include 8% students, 12% housewives, 8% unemployed, and those who refused to answer. Overall, the sociodemographic characteristics of the Romanian sample are in line with those for other countries of the Euro Survey and, more important, have been similar across the eleven survey waves carried out to date. In addition, we compared the results with those of the World Bank's Financial Literacy Survey and found a similar sociodemographic distribution, with 37% retired respondents and 41% working respondents.
Regarding the distribution of financial literacy by sociodemographic characteristics, we find financial literacy is lowest among the elderly (under age 65) and highest in the 36-50 age bracket. The hump-shaped pattern of financial literacy is not as pronounced as in industrialized countries, though, and the "hump" occurs at a younger age (36-50 instead of 51-64).
11 As in Russia (Klapper and Panos 2011) , respondents in the youngest age bracket (under age 35) show a relatively high level of financial literacy. In line with results from other studies), we find a significantly lower level of financial literacy among women and a higher propensity of women to answer "do not know" (e.g., Lusardi and Mitchell, 2011c and the lowest percentage of "do not know" responses. Surprisingly, however, college graduates have a lower level of financial literacy than high school graduates. While it is difficult to find an explanation for this result, it is found in other countries covered by the Euro Survey. Appendix Table A1 provides the percentage of respondents who correctly answered the interest literacy question for the remaining nine countries of the Euro Survey by education groups. It shows that financial literacy does not consistently increase with education in several other countries and that, similar to Romania, high school graduates in Croatia and the FYR Macedonia are more likely to answer the interest rate literacy question correctly than those who have a college degree.
Financial literacy is also related to labor market status. Financial literacy is highest for self-employed respondents. This has also been found for Italy (Fornero and Monticone 2011) , where the difference in literacy between employed and self-employed respondents is, however, not as large as in Romania. Among the retired and those not working, financial literacy is lowest, a pattern also found in other countries, e.g., Germany (Bucher-Koenen and Lusardi 2011).
Disparities in Financial Literacy Levels
Previous research identified several country-specific factors that are relevant for financial literacy. For example, Alessie et al. (2011) show that financial literacy differs with religious affiliation in the Netherlands; Fornero and Monticone (2011) find large regional differences in financial literacy in Italy; and Klapper and Panos (2011) present evidence of disparities in financial literacy across urban and rural areas in Russia. We find that some of these disparities in financial literacy levels are also present in Romania. First, we confirm regional differences in financial literacy, which are in part correlated with disparities in regional macroeconomic indicators as Fornero and Monticone (2011) found for Italy. Figure 1 shows the percentage of financially literate respondents by region. In Romania, the poorest region is the northeast, followed by the southeast. Interest rate (Figure 1 , left panel) and inflation literacy (Figure 1, right panel) are among the lowest in these regions. Comparing the ten Central and Eastern European countries covered by the Euro Survey, regional disparity in financial literacy levels is among the highest in Romania. If we control for sociodemographic characteristics, we still find significant geographical variations in financial literacy. 12 12 Results available upon request from the author. We estimate linear probability models with dummy variables for answering each of the financial literacy questions correctly as the dependent variables, control for sociodemographic characteristics, and include regional fixed effects. The regional fixed effects are highly significant. It would be interesting to conduct an in-depth investigation of the geographical variations in financial literacy, as Bumcrot et al. (2013) do for the United States. However, this is only possible to a limited extent due to lack of regional data. Second, a further disparity in the level of financial literacy is between urban and rural areas (Table 3) . Financial literacy in rural areas is consistently lower, and the percentage of respondents indicating they do not know the answer is significantly higher. Again, this is in line with results from previous research; in particular, Klapper and Panos (2011) show that financial literacy is significantly lower in the rural areas of Russia. Notes: Distribution of responses to financial literacy by rural / urban areas and by transition experience. The total column describes the composition of the sample. The omitted category for size of town is localities with 5,000 to 500,000 residents and constitutes 24%. For transition experience, respondents answering "do not know" or "no answer" are excluded so figures for total sum up to 100. The remaining figures (correct and DK) show the percentage of correct and DK responses to the financial literacy question within the group of, e.g., respondents living in villages. The percentage of wrong answers is not shown, hence figures do not sum to 100 in the rows.
Third, we find some indication that differences in financial literacy can also be identified among different ethnic groups. 13 The sociodemographic information in Romania also includes ethnicity (Romanian, Hungarian, Roma, German, Jewish, other). Less than 1% of respondents falls within the categories German, Jewish, or other. Around 5% of respondents state they are Hungarian, and around 2% state they are Roma.
14 With the necessary degree of caution, given the low number of observations for these categories, we find that financial literacy levels do not differ significantly between Hungarians and Romanians, but are lower for Roma. 15 In particular, the percentage of "do not know" answers is very high for respondents who state they are Roma.
Finally, we show that the transition experience and, in particular, memories of economic turbulence play a role in financial literacy (Table 3 ). This might explain the difference in the hump-shaped pattern in financial literacy with regard to age between Romania and other countries, as discussed in the previous section. It could be argued that the older generations are less financially literate in countries that moved from planned to market economies due to their lack of experience in managing their finances. At the same time, they lived through times of economic turbulence and this could have raised their awareness and understanding of economic concepts such as inflation. To shed some light on this, we utilize two questions from the survey on memories of previous economic turbulence. First, respondents are asked whether they "remember periods of high inflation during which the value of the leu dropped sharply." While these memories are obviously correlated with age, they provide a much more specific measure of personal experience, which could have an effect on financial literacy. The bottom panel in Table 3 divides respondents into those who remember hyperinflation and those who do not: Interest rate and inflation literacy is higher among those who have an active memory of previous economic crises. The results are similar if we divide the sample by responses to the following question: "If you think back in time to periods of economic turbulence that happened prior to 2008, e.g., very high inflation, banking crises, or restricted access to savings deposits, at that time, did you personally incur a financial loss due to such events?" These results provide some indication that the experience of turbulent economic transition affected saving behavior (Stix 2012 ) but also increased financial literacy.
16 13 Results not shown in Table 3. 14 This is in line with results from the World Bank Financial Literacy Survey in Romania, where 3% are Roma and 7% are Hungarian. 15 The World Bank survey finds that "financial outsiders tend to be overrepresented about (...) Roma," p. 17. 16 Of course, these results are only descriptive, and it could be that memories of turbulent economic transitions are correlated with other factors that in turn drive financial literacy. For example,
Does Financial Literacy Matter? Saving and Financial Literacy
Previous research has shown that financial literacy is correlated with financial decisions (e.g., Cole et al. 2011) . Financially literate households tend to avoid overindebtedness (Lusardi and Tufano 2009) Our analysis follows those in the Financial Literacy around the World project. While we do not have direct evidence from the Euro Survey on retirement planning, we have detailed information on the saving behavior of households, which we will utilize to study whether financial literacy is correlated with the saving behavior of Romanian households. Our measure for saving behavior is based on the following question, posed to all respondents:
There are several ways in which you can hold savings. For example, one can hold cash, use bank accounts, have life insurance, hold mutual funds, etc. Please take a look at this card that lists various savings instruments-could you please select the ones you are using and rank them according to the amounts you have saved on the respective instrument. Please refer to savings you hold personally or together with your partner. We define all respondents who state they have savings, including those who name cash and current account, as respondents with savings. Those who say they have no savings are respondents without savings. It is important to note that responses do not contain information on amounts saved. Table 4 shows that interest rate and inflation literacy is higher among respondents with savings. There is no clear difference with regard to risk diversification literacy. In contrast to findings for Russia (Klapper and Panos 2011) , the percentage of "do not know" responses is significantly higher for respondents without savings. While cash serves as an important saving instrument in Central and Eastern Europe (Stix 2012) , some respondents may not strictly distinguish between cash and current accounts used for daily transactional purposes and those used for savings. If we exclude respondents who hold only cash or a current account from the group of respondents with savings, we find higher levels of financial literacy among this group of savers: interest rate literacy is 53% (compared to 47%, Table  4 ) and inflation literacy is 43% (compared to 34%, Table 4 ). Risk diversification literacy is lower at 14% compared to 18% (Table 4) . The difference in inflation literacy is interesting to note, given that the main difference between the two groups are respondents who save in cash.
Multivariate Model of Saving and Financial Literacy
We now analyze whether the correlation shown in Table 4 between financial literacy and saving behavior persists in multivariate regression analysis. We control for age, gender, education, marital status, income, and labor market status. In addition, we control for household size and for whether the respondent is the head of household. Table 5 presents results from ordinary least squares (OLS) estimates. We employ two alternative dependent variables: the number of saving instruments (which is a measure of saving behavior and sophistication in saving behavior) and whether respondents have pension funds (which could be interpreted as a measure of retirement planning). In columns 1-3 the dependent variable ranges from zero to nine and counts the number of saving instruments the respondents possesses. In columns 4-6 the dependent variable is a dummy variable 17 that takes the value one if the respondent saves in a pension fund. The percentage of respondents who save in a pension fund is very low, however, at 2%. Therefore, results in columns 4-6 should be treated with some caution and only interpreted as providing an indication of saving behavior specific to retirement savings.
18
Regarding sociodemographic characteristics, results are mixed. Age is not significant. More educated respondents are more likely to save, but results are also not significant. Households with children are more likely to save, whereas single respondents are less likely to save. Income is significantly and positively correlated with savings. Respondents who are not working are less likely to save in contrast to self-employed respondents, who are more likely to save. These results hold for the number of saving instruments but are less clear cut for pension funds.
To study the link between financial literacy and savings / pension funds, we include several alternative measures of financial literacy. Columns 1 and 4 include a dummy variable which is one if the respondent answers the interest, inflation, and risk diversification questions correctly. Columns 2 and 5 include a variable which ranges from 0 to 3 for the number of correct responses to the three literacy 17 In empirical economics, binary (or indicator or categorical) variables are typically referred to as dummy variables. These variables takes the value of zero or one to indicate the absence or presence of some categorical effect. 18 The dummy variable for pension funds is coded one any time the respondent names pension funds. It could be, therefore, that a respondent names eight saving instruments and mentions pension funds last. However, the majority of respondents have two interest-bearing saving instruments at most.
questions. Finally, columns 3 and 6 include three dummy variables for answering each question correctly. The reported coefficients are from a linear regression model estimated by OLS. Robust standard errors reported in parentheses. ***, **, * denote significance at the 1%, 5%, and 10% level. N denotes the number of observations. Descriptive statistics are provided in the appendix.
Results indicate that financial literacy does matter for saving behavior, but results are somewhat mixed. The dummy variable for "all three correct" in column 1 is insignificant. This is probably due to the very low percentage of respondents who are able to answer all three questions correctly and is similar to results of Almenberg and Säve-Söderbergh (2011) . Similarly, we find no significant relationship between risk diversification literacy and savings, which may also be due to the low percentage of correct answers.
19 By contrast, the "total number correct" is positively and significantly related to savings. For example, column 5 shows that correctly answering an additional financial literacy question raises the probability of saving in a pension fund by 1 percentage point (8 percentage points for the number of saving instruments). Columns 3 and 6 indicate that the effect of the categorical financial literacy measure reported in columns 2 and 4 is driven by being able to correctly answer the inflation or interest question.
Several specific factors can be relevant for savings and financial literacy levels in Romania. In Table 6 , columns 1-3, we repeat the estimation shown in Table 5 , columns 1-3, and extend the model to control for these factors. First, we include a dummy variable to control for memories of previous economic crises during transition, specifically hyperinflation. Results show that memories of hyperinflation are positively and significantly related to savings. In addition we proxy for the supply of banking services by including "bank perceived far." This variable is based on the question posed to all respondents, not just those with a banking relationship, to assess whether they perceive the nearest bank as being far away. It is negatively correlated with savings but insignificant.
Turning to the financial literacy measures in this specification we find a positive and significant correlation only between interest rate literacy and savings. However, the number of observations is rather low in these specifications due to the high nonresponse rate, in particular to the memory question.
20
To account for the finding that in addition to transition experience, financial literacy varies with geography in Romania, Table 6 includes regional fixed effects. The regional effects are highly significant (results not shown). Our basic results, shown in Table 5 , regarding the effect of financial literacy on savings do not change when we include regional fixed effects and cluster standard errors at the regional level. The reported coefficients are from a linear regression model estimated by OLS. Robust standard errors reported in parentheses. ***, **, * denote significance at the 1%, 5%, and 10% level. N denotes the total number of observations. All estimations include fixed effects at the regional level. Descriptive statistics are provided in the appendix.
To address the concern that the dependent variable (number of saving instruments) might include respondents who only have cash or a current account for transaction purposes and not specifically for savings, we use an alternative dependent variable (Table 6 , columns 4-6). This variable counts the number of saving instruments but does not define cash and current account as saving instruments. Regarding financial literacy, the negative coefficient for respondents who answer all three questions correctly is surprising. However, column 5 confirms the positive and significant correlation between savings and financial literacy. The main difference between Table 5 column 3 and Table 6 column 6 are cash savers. Interestingly, column 6 shows a positive and significant effect of inflation literacy for non-cash savers.
We further check the robustness of our results by including proxies for wealth (a dummy for homeownership) and controlling for economic expectations. Wealth is positively correlated with savings but might be endogenous. Therefore, we do not include it in the baseline specification. Our sample includes respondents who are 14-18 years old. To make sure that our results are not influenced by responses from young respondents who do not have to make financial decisions, we re-run regressions for the subsample of respondents who are 18 and older.
One concern with the estimations in Tables 5 and 6 is the fact that financial literacy may itself be endogenous. On the one hand, financial literacy could increase with experience and causality could, in fact, run from saving to financial literacy. One could argue that this effect is less important for Romania, as the experience with a market-based financial system is still fairly short. On the other hand, however, there might be unobserved factors that drive both the saving decision and financial literacy.
Lastly, a number of papers discuss the difficulties in measuring financial literacy (e.g., Atkinson and Messy 2012); our results on literacy levels may be subject to measurement error. We try to address this by using instrumental variables regressions. However, finding suitable instruments is extremely difficult.
21 This is an area for future work.
Conclusion
New evidence using internationally comparable measures of financial literacy from the Euro Survey shows that financial literacy in Romania is among the lowest in Central, Eastern, and Southeastern Europe and also low compared to other countries studied in the Financial Literacy around the World project. Similar to findings in other countries, older respondents, women, and less-educated individuals perform worst on the financial literacy questions. However, we show 21 Behrman et al. (2010) provide a detailed discussion of possible instruments.
that those who remember economic turbulence during the transition period have a higher level of financial literacy, thus somewhat counteracting the age effect. In addition, findings suggest a strong regional disparity in financial literacy levels in Romania, which cannot be fully explained by sociodemographic differences among regions.
Financial literacy has a positive impact on saving behavior in Romania. Individuals who are financially literate, especially with regard to inflation, are more likely to save using more than one interest-bearing saving instrument. They are also more likely to invest in pension funds. These findings confirm results from previous research that financial literacy is positively related to financial behavior.
Advancing this positive effect of financial literacy on financial behavior by investing in financial education may be beneficial for policy makers in Romania. It may help to promote demand for financial services related to savings and limit mistakes in financial decisions related to borrowing. countries are the average of the nine remaining countries without adjusting for country size. Some variables are not available in exactly the same specification for the entire sample and Romania. Therefore, we show education on a more aggregate level (university level, medium level, and basic education). Income categories are dummy variables that take the value one for each net household income terciles (high, medium, low) . Sample values are used to construct terciles. For those respondents who did not give an answer, an additional dummy variable is defined (income no answer). "Not working" includes retired, unemployed, students, and other nonworking respondents. In the estimation, "bank perceived far" is included as a categorical variable ranging from 1 to 6; in the descriptive statistics we show the percentage of respondents who perceive banks as far, i.e., including all who answer 4 to 6.
